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SUBJ: ECONOMIC ASPECTS OF SADAT VISIT 

1 . USAID DIRECTOR AND ECONCOUNSELOR MET WITH MINISTER 
ECONOMY HAMID EL SAYEH ON MARCH 28 TO DISCUSS INTER ALIA 
ECONOMIC ISSUES WHICH GOE MAY RAISE DURING SADAT VISIT. 

2. EL SAYEH SAID FIRST AND FOREMOST PURPOSE WOULD BE TO 
EXPRESS DEEP EGYPTIAN APPRECIATION FOR ECONOMIC ASSISTANCE 
WHICH HAS BEEN PROVIDED SO FAR. 

3. SECONDLY, GOE WILL WISH REPORT TO USG ON ACTIONS TAKEN 
WITH IMF, WITH GODE (SEE SEPTEL) AND IN PREPARATION FOR 
CONSULTATIVE GROUP MEETING. IN THIS CONNECTION, EL SAYEH 
HOPED THAT USG WOULD TAKE MOST POSITIVE POSSIBLE ROLE IN 
CG MEETING. HE ALSO INDICATED THAT GOE HAS BEEN URGING 
IBRD TO PROVIDE A LARGER PART OF RESOURCES FLOWING TO 
EGYPT UNDER IDA RATHER THAN BANK TERMS, AND HOPED THAT 
USG WOULD BE SUPPORTIVE OF THAT VIEW IN DIRECT DEALINGS 
WITH BANK AND AT CG MEETING. 

4. EL SAYEH INDICATED THAT SADAT WOULD ALSO BE 
SEEKING GENERAL ASSURANCE THAT USG PLANS CONTINUE 
ECONOMIC ASSISTANCE LEVELS AT APPROXIMATELY THOSE OF 
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LAST TWO YEARS, I.E., NEAR ONE BILLION DOLLARS PER 
YEAR. 

5. TURNING TO MORE SPECIFIC POINTS, EL SAYEH INDICATED 
THAT GOE MIGHT ALSO WISH TO RAISE QUESTION OF SUEZ 
CANAL WIDENING PROJECT. HE STATED THAT THIS CRITICAL 
$630 MILLION PROJECT NOW HAS ONLY ABOUT $400 MILLION IN 
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ASSURED FINANCING, AND HE IS INTERESTED IN USG VIEWS 
ABOUT HELPING TO FILL THE GAP. USAID DIRECTOR NOTED 
THAT THERE STILL APPEARS GOOD CHANCE THAT JAPANESE WILL 
COME FORWARD WITH SECOND TRANCHE OF DREDGING PROGRAM AND 
THAT IBRD WILL BE ABLE TO PROVIDE $80 MILLION FOR THIS 
PROJECT. IF THOSE DONORS ARE FORTHCOMING, THEN GAP WOULD 
BE REDUCED SIGNIFICANTLY, PARTICULARLY SINCE CONTINGENCIES 
IN THE $630 MILLION FIGURE ARE OF A VERY HIGH ORDER. 

USAID DIRECTOR NOTED THAT SUEZ CANAL AUTHORITY HAS 
REQUESTED $50 MILLION ALLOCATION FROM MINECON OM Y FOR 
EQUIPMENT PURCHASES, MANY OF WHICH APPEAR RELATED TO 
DREDGING/WIDENING PROJECT AND THAT MINECONOMY HAS ALREADY 
PROPOSED ALLOCATION OF $25 MILLION AGAINST THE FY 77 CIP 
PROGRAM AND ANTICIPATES PROPOSING AN ADDITIONAL $25 
MILLION AGAINST ANY FY 78 CIP PROGRAM. WHILE USAID 
MUST KNOW MORE ABOUT SCA SPECIFIC REQUIREMENTS, OUR 
INITIAL IMPRESSION IS THAT AID CAN PROBABLY BE MORE 
HELPFUL IN MEETING GAP THROUGH CIP THAN THROUGH SPECIFIC 
PROJECT ASSISTANCE. 

6. EL SAYEH WENT ON TH SAY THAT THERE ARE TWO PROJECTS 
WHICH HE MAY WISH TO DISCUSS IN GENERAL, INTRODUCTORY 
TERMS, ALTHOUGH NO SPECIFIC COMMITMENTS 

ARE BEING SOUGHT NOW. HOWEVER, THESE TWO ARE MAJOR 
INVESTMENTS INTENDED FOR COMING YEARS, AND HE DOES 
WISH TO SEEK INITIAL USG REACTION TO THEM. FIRST OF 
THESE IS CONSTUCTION OF SPONGE IRON FACTORY JUST WEST 
OF ALEXANDRIA AT KIKHEILA, WHICH HAS BEEN DISCUSSED AT 
LEAST INITIALLY WITH US STEEL. SECOND IS CONSTRUCTION 
CONFIDENTIAL 

CONFIDENTIAL 

PAGE 03 CAIRO 05298 291724Z 

OF RELATED DEEP WATER PORT. 

7. EL SAYEH RAISED QUESTION WHETHER IT WAS WORTHWHILE 
DISCUSSING PL 480 LOAN FORGIVENESS PROGRAM IN WASHINGTON, 

AS SOME MEMBERS OF GOE SEEMED TO WISH TO DO. USAID 
DIRECTOR SUGGESTED WE NOW HAVE FIRM PLANS TO WORK WITH 
MINISTRY AGRICULTURE IN EFFORT DEVELOP A POSITIVE, MODEST 
LOAN FORGIVENESS PROGRAM, AND WE DON'T REALLY BELIEVE IT 
WOULD SERVE A USEFUL PURPOSE TO DISCUSS THIS WITHIN 
FRAMEWORK OF BROADER ISSUES RELATED TO SADAT VISIT. EL 
SAYEH SEEMED INCLINED NOT TO WANT TO RAISE THIS POINT. 

8. EL SAYEH INQUIRED AS TO WHQT MIGHT BE INTERESTS 

OF THESE WHO WOULD BE PARTICIPATING IN SENATOR INOUYE’S 
LUNCH. USAID DIRECTOR WENT OVER THE MAIN ISSUES WHICH 
SENATE APPROPRIATIONS SUB-COMMITTEE HAD RAISED WITH 
RESPECT TO EGYPT AND AID PROGRAMS IN EGYPT. WE ALSO 
NOTED THAT ONE OTHER AREA OF MAJOR CONCERN TO MANY IN 
CONGRESS, EVEN AMONG STRONGEST SUPPORTERS, IS NEED FOR 
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CONSTANT GIGILANCE ON ISSUES OF HONESTY AND PROBITY. 

USAID DIRECTOR STATED HE WOULD BE SENDING A LETTER TO 
MINISTER IN NEXT DAY OR TWO DESCRIBING AGAIN OUR CONCERNS 
ON THIS ISSUE AND PROPOSING CERTAIN ADDITIONAL STEPS 
WHICH USAID AND MINECONOMY SHOULD PURSUE TOGETHER TO 
STRENGTHEN SAFEGUARDS ON PROGRAM UTILIZATION. EL SAYEH 
STATED HE WOULD WELCOME SUCH A LETTER. 

9 COMMENT: IT WOULD APPEAR EGYPTIANS WILL CONTINUE 
PRIMARLIY TO SEEK REASSURANCE OF CONTINUED USG INTEREST 
IN EGYPTIAN ECONOMIC PROBLEMS AND WILL OUTLINE FURTHER 
SOME OF THEIR OWN THOUGHTS ON HOW ECONOMIC ISSUES BEING 
MET, BUT WILL NOT SEEK ANY SPECIFIC COMMITMENTS OR CLEAR 
ENGAGEMENTS ON PARTICULAR NEW ACTIVITIES. 

10. IN PASSING, EL SAYEH NOTED THAT THERE WAS SOME 
CONCERN AMONG THE ECONOMIC GROUP ABOUT HOW HARD THE 
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FRENCH MIGHT PRESS ON THE METRO PROJECT DURING SADAT'S 
PARIS VISIT. ACCORDING TO EL SAYEH, WHILE THERE ARE 
MANY ADVOCATES FOR THE METRO PROJECT AND FOR THE 
QATTARA DEPRESSION PROJECT, NEITHER OF THESE 
MADE SENSE IN THE SHORT RUN TO THE ECONOMIC GROUP 
AND COULD CERTAINLY NOT BE CONSIDERED DEVELOPMENTAL 
PRIORITIES. 
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